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IAEA Director General Blix Addresses Agency 


AU1909090595 Vienna IAEA Press Release 
in English 1152 GMT 18 Sep 95 


{LAEA “Press Release — for use of information media, 
not an official record": "IAEA Director General Hans 
Blix Cites New Responsibilities Ahead—Highlights of 
his Statement to the 39th Regular Session of the 
IAEA General Conference” in Vienna on 18 September 
— received directly via fax from the IAEA Public 
Information Service] 

(FBIS Transcribed Text] Global nuclear developments 
are accelerating the evolution of IAEA [International 
Atomic Energy Agency] roles and responsibilities to 
meet new needs oO: states in areas of nuclear verification, 
safety, and technology transfer, [AEA Director General 
Hans Blix said today in an opening statement to 
the Agency's General Conference. The Conference 
of the IAEA’s 122 Member States, which sets the 
Agency's programmes and polices, is meeting this week 
ir. Vienna, Austria. 

"Credible LAEA verification that nuclear materials and 
related items remain in peaceful activities is an in- 
creasingly important factor in unclear disarmament and 
global security planning,” Dr. Blix said. “At the same 
time, the magnitude and complexity of the safeguards 
task continues to increase.” In addition, he pointed out, 
“large increases in the verification effort may result 
if nuclear materials removed from the military sphere 
of nuclear-weapon States are placed under safeguards.” 
The Agency started verifying such material last year, he 
noted. 


In reviewing the Agency's programmes and plans, Dr. 
Blix highlighted developments in < «ber of specific 
a* 3s. They included the IAEA ‘s consideration of a re- 
quest by France to conduct a radiological assessment 
of its current series of nuclear tests; the Agency's on- 
going verification in the Democratic People’s Repub- 
lic of Korea; IAEA nuclear inspections in Iraq under 
the mandate of the UN Security Council; measures to 
strengthen LAEA nuclear safeguards; possible new ver- 
ification roles for the Agency; actions against the il- 
licit trafficking in nuclear materials; steps for greater 
global cooperation in nuclear safety and radioactive 
waste management; nuclear energy and the environ- 
ment; and initiatives to strengthen technical cooperation 
activities. 


In many cases, he pointed out, measures being taken 
at the IAEA are moving forward in spite of continuing 
budget constraints, and he attributed progress to extra- 
budgetary resources provided by some member states, 
ongoing improvements in programme management and 
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implementation, and the efficiency and skills of [AEA 
staff. “The machinery of the IAEA has been working 
at full steam, even with some overpressure,” he said, 
“and we can register considerable movement forward in 
many areas.” 

Selected highlights of the director general's address 
follow. 


French nuclear tests 


The director general noted a recent letter he received 
from the French foreign minister, making reference 
to che irreversible commitment of France to conclude 
a comprehensive nuclear test ban in 1996 and its 
intention to underiake a final series of nuclear tests 
before that time, and inviting the Agency to conduct 
a radiological assessment of its series of nuclear tests, 
Dr. Blix said that the LAEA is considering the request. 


Safeguards in the DPRK 

The IAEA roy A technical discussions with 
authorities in the [Democratic *s Republic 
of Korea] as part of its ongoing efforts, he 
said. “To come into full ah fee poy = 
agreement,” an, Gees Gee te a to do 
something it has not ~ do, namely 
enable the Agency e ae fy the accuracy 
and completeness M the DPRK's invial report of 


nuclear material subject to the agreement.” The recent 
discussions resulted in limited on some issue’. 
Dr. Blix said. A substantial paper of technical 
eee “only for study, 
not for discussion” he 


Nuclear inspections in Iraq 


The Agency is verifying new information and data it 
has received concerning Iraq's thwarted plans in 1990- 
91 to develop a nuclear weapon, Dr. Blix said. He 
said that so far in its review of the new information, 
“nothing suggests that a change is warranted” in the 


harmless. He noted that the new Iragi statements, and 
all the documents and materials that the Agency has 
received, will have to be carefully examined for new 
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data. “That they have been withheld for so long is clearly 
a breach of Iraq's obligations under Security Council 
resolutions,” he said. 


Strengthening IAEA safeguards 

Dr. Blix reviewed key ts of y measures 
— some already being i ted others remain- 
ing under consideration — to develop and implement 


a Strengthened and more cost-effective safeguards sys- 
tem. He noted in particular steps to ensure increased 
access to information about nuclear programmes and 
broader inspector access to sites within a state. “By mak- 
ing their nuclear activities as transparent as pussible to 
the Agency,” he said, “States can help provide the basis 
for more effective and efficient safeguards.” Regarding 
the costs of strengthening measures, he said they may 
be offset by efficiencies elsewhere in the safeguards sys- 
tems. However, he added, “any significant increase in 
the number of countries accepting full-scope safeguards, 
or in the number of facilities and amount of material un- 
der safeguards, will inevitably involve additional costs.” 


New and emerging verification roles 


—— developments in areas of nuclear non- 
= eration, arms control, and disarmament, Dr. 
ix said that some possible new verification roles for 
the Agency are in sight. “Far-reaching implications” 
for the "s future work, he said, emanate from the 
outcome of the Review and Extension Conference of 
Parties to the Treaty on the Nonproliferation of Nuclear 
Weapons (NPT) in May 1995. Among other things, 
he noted that the Conference expressly recognized 
the IAEA as the competent authority responsible for 
verifying and assuring compliance with safeguards 
agreements; recommended that nuclear material re- 
leased from military use should be placed under IAEA 
safeguards; envisaged the universal ication of 
once the elimination of nuc weapons 
had been achieved; set 1996 as the target date for the 
conclusion of a Cownprehensive Test Ban Treaty; called 
for the early conclusion of a “cut-off agreement to end 
the production of nuclear material for use in weapons; 
and endorsed the creation of additional nuclear- 
weapon-free zones (NWFZs). Dr.Blix pointed out that 
IAEA safeguards are being considered as an “essential 
element” of the verification mechanism for a cut-off 
agreement; that the y would have a verification 
role in any new given existing models; and 
that the IAEA already carries out safeguards tasks of 
relevance to verification of a test ban treaty, though its 
ible roles under a specific test ban treaty remain to 
determined. 


IMicit trafficking in nuclear material 


In reviewing key elements of the Agency's action pro- 
against problems of illicit nuclear trafficking, 

. Blix noted that the work is part of efforts by nu- 
clear, customs, and enforcement authorities of many 
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countries and a number of international organizations to 
strengthen and coordinate controls on radioactive mate- 
rials. “It is clear that more efforts are needed and that 
States must exercise greater prudence in the use and stor- 
age of all radioactive materials,” he said. He noted that 


the Agency’s is largely directed to assisting 
States in areas to the accounting and control of 
nuclear materials; physical protection methods and tech- 
nology; and the establi t of a database to provide 


factual information about reported incidents of traffick- 
ing. 


Nuclear safety and radioactive waste management 


The Director General cited a number of . 
He said that the Convention on Nuclear . adopted 
in June 1994, could enter into force as as next 
year, and that ions for a Convention on Radioac- 
tive Waste have been “encouraging”, with a final 
draft possible by next year. Work also is continuing, he 
noted, for a Diplomatic Conference in 1996 to revise the 
Vienna Convention on liability for nuclear damage. Re- 
garding the Agency's work on the safety assessment of 
nuclear power plants in Eastern Europe and the former 
Soviet Union, he said that an international consensus 
now exists that identifies the major safety issues and 
their significance for each of the various reactor types. 
He noted that Agency experts have been working 
closely with authorities in Armenia and Russia regard- 
ing safety issues at the Medzamor nuclear plant, which 
the Government of Armenia plans to restart Separately, 
he noted, the Agency is ing with Russian author- 
ities on possible cooperative activities between Russia 
and other states in areas of radioactive waste manage- 
ment. The director general also pointed towards a major 
international conference being organized for 1996 
by the IAEA, World Health Organization, and 

nion to sum up the accumulated knowledge about the 
nature and magnitude of the consequences of the Cher- 
noby! accident. 


Nuclear energy and the environment 


The Director General reviewed the ~~} pro- 
gramme on the tive assessment 0 
sources, which is providing documented data, method- 
ologies, and anal on the c ive economic 
social, health, environmentzi aspects of different 
energy sources for electricity generation. “Detailed 
studies on the emissions and residuals from nuclear, 
fossil, and renewable energy chains show that nuclear 
power in normal operation is one of the most envi- 
ronmentally friendly ways of generating electricity,” 
he said. He noted that the IAEA is convening an 
international symposium next month to review recent 
progress in the Agency's programme. 


Technical cooperation 


The IAEA's technical — programme delivery 
is the highest ever in history of the Agency, 
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the director general noted. He attributed the increase 
to improved management practices, better design and 


In reviewing specific projects, Dr. 
special reports before the General Conference on isotope 
hydrology and the use of nuclear energy for potable 
water production. 


Statement — as well as other information 
and documents from the [AEA General —is 
globally on-line through the IAEA's World Atom Inter- 


net services, which can be accessed at the World Wide 
Web address hitp://Ilw.w.w.iaea.or.at. 


Resolution on Tests Submitted 


AU1809184895 Paris AFP in English 
1759 GMT 18 Sep 95 


{(FBIS Transcribed Text] Vienna, Sept 18 (AFP) — 
Eleven couritries bordering the Pacific on Monday [18 
September} submitted a resolution to the International 
Atomic Energy Agency (IAEA) conference criticizing 
nuclear testing, but not mentioning France by name. 


The conference, which is expected to be marked by 
controversy over France’s decision to resume testing 
in the South Pacific, opened Monday at the agency's 
Vienna headquarters. 


Signed by 11 of the IAEA’s 122 member countries the 
resolution deplores nuclear tests and calls on states with 
nuclear programmes to refrain from carrying them out. 


The resolution, sponsored by Chile, Ecuador, Mexico 
and Venezuela, and seconded by Indonesia, Mala 

the Philippines, Thailand, Vietnam, Australia and 
Zealand, will be put to a vote of the plenary session on 
Thursday or Friday. 

Alth France is not directly mentioned, the resolu- 
tion is to be seen as inspired by the French tests. 


Many of the countries the motion have been 
among the most vocal critics of the French move, 
announced in June by President Jacques Chirac. 


During Monday's opening session both the IAEA 
director Hans Blix, and Japan's Science and 


Technol Minister, Yasuoki Urano, for a 
halt to all testing, but they also refrained naming 
France. 

“Japan ically calls for the cessation of all nuclear 
testing shall spare no efforts to ensure that nego- 


tiations on the comprehensive nuclear test ban treaty 
a yo 
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ve) 


"It is most regvettable that nuclear tests are still being 
conducted in defiance of this strong 


He _ 
atoll and that both Australia and New Zealand, which 


: 
i 
¢ 
; 
: 
: 


ne oe Se oe Sa 
the composition of the team avid its working remit 
had to be established before any decision was taken to 
accept the offer. 


Russia on Lack of Kelp 


AU180920S695 Paris AFP in English 
2028 GMT 18 Sep 95 


(FBIS Transcribed Text] Vienna, Sept 18 (AFP) — Rus- 
sia condemned the International Atomic Energy Agency 
(IAEA) Monday [18 September] for not providing it 
wi technical assistance to improve security 
power stations. 


"We are concerned about the emerging trend to shift 
FR tk Wy BAR A 
regulatory and inspection functions,” to the ment 
of new technologies which could enhance nuclear safety 
and help dispose of waste, he said. 


Implementatior of programmes for the development 
and advance:nent of novel nuclear technologies (and) 


new gencaation reactor facilities” should be high on the 
Agency's agenda, he added. 


Mikhailov said a proposal by Russian President Boris 
Yeltsin on holding an international summit in Moscow 


next Oe aeons ae to nuclear safety 
had dargely been “received abroad.” 
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SF Chairman Criticizes Preconditions for Talks 


MS1809092495 London INDEPENDENT in English 
18 Sep 95 p 1S 


[Article by Sinn Fein Chairman Mitchel McLaughlin: 
"Dialogue of The Paramilitaries”] 


(FBIS Transcribed Text) The invitation from the Liberal 


inevitable logic of Sinn Fein's involvement in the "peace 
process”. I believe that (in contrast to the Official 


In the iiterests of an accurate perspective on the refusal 
of the two larger Unionist parties to participate in the 


the histcry of partition in the north of Ireland. Nor 
does it serve the cause of “consent” and “democracy” to 
ignore the roles of successive British governments (Tory 
and Labour) in colluding with such anti-democratic 
attitudes. 


Sinn Fein has consistently argued that the consent and 
allegiance of the Unionist community is essential to 
secure a peace settlement. The Unionist politicians who 
have never, under the existing political arrangements, 
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had to learn the skills (and thrills) of negotiating 


all-party talks as we enter the second year of an ab- 
sence of war on our streets. 


A cessation is not a peace settlement. A peace settlement 
requires talks and negotiation. This is the essential next 


step in the process of building lasting peace. 





is report may contain 
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Ulster Opponents Hold Meeting; No Agreement 
LD1809203895 London PRESS ASSOCIATION 
in English 1753 GMT 18 Sep 95 


[By Hamish Macdonald, political staff, PRESS ASSO- 
CIATION News) 


[FBIS Transcribed Text] Leading supporters of loyalisi 
and IRA paramilitaries were brought together for the 
first time tonight but the meeting produced no break- 
through in the stalemate over the peace process. 

Sinn Fein chairman Mitchel McLaughlin and Gary 
McMichael, leader of the Ulster Democratic Party, sat 


on the same platform in Glasgow at a fringe meeting of 
the Liberal Democrats conference. 


The two had never appeared together before and were 
quizzed by an audience from Northern Ireland and 
Britain on the steps they were taking to advance the 
peace process. But despite the ground-breaking nature 
of the meeting the two found little common territory. 


Mr McLaughlin reasserted Sinn Fein's insistence on 
talks before any movement on the decommissioning of 
arms and Mr McMichael maintained that progress must 
be made on decommissioning before the © -ace process 
could move forward. 


cn cai ceisaee ao tke te eee ted le 
cions of the actions of the British Government and 


it was up to the IRA to make the next move 


Mr McLaughlin expressed cavuon with the way things 
were going. He said: “We do not yet have peace, we do 
not yet have peace talks and no one can be confident that 
we will ever have peace talks. The obstacles to these 
peace talks come from the British Government which 
continues to pursue, by various strategies, a military 
victory and the IRA surrender.” 


Mr McLaughlin asked: “Is the decommissioning of arms 
so crucial that the cessation of violence is worthless 
without it?” 

Sinn Fein wanted to take the gun out of politics in the 
North of Ireland, he said. 


Mr McLaughlin blamed the current political structures 
for faiiing the Northern Irish community and said Sinn 
Fein would abide by the democratic decision on the 
future of Northern Ireland if it was taken by the 
population of the whole of Ireland. 


Mr McMichaei said: “The main obstacle is Sinn Fein’s 
refusal to deal with the process of decommissioning.” 
He added: “Sinn Fein must find a way to prove they are 
solely committed to peaceful meaas. Sinn Fein must 
decide whether the war is over.’ 


UNITED KINGDOM s 


Both men did agree that the way forward was through 


political means and that the peace process had to be 
seen through to its conclusion. 


Lord Holme, the Liberal Democrat spokesman on 
Northern Ireland, who organised the meeting, after- 
wards described it as “good”. 


The other panellists were Dr John Alderdice, leader of 
the Northern Irish Alliance Party, and Professor Paul 
Artur, of the University of Ulster. Both expressed 
optimism, not only with the peace process but with 
the fact that Mr McMichael and Mr McLaughlin had 
gathered round a table in public for the first time. 


Governor Explains Reversal on Interest Rates 


MS1909085595 London THE TIMES in English 
19 Sep 95 p25 


In fact, we've been in hot water most of the time.” Mr 
George said he stood by his “wholly justified” advice 
to the Chancellor at their monthly monetary meeting 
in May when it had seemed substantially more likely 
that underlyirg inflation, excluding mortgage interest 
payments, would exceed 


In the light of all the information since then, 
the slowdown in demand, he said that the 


[i 


was 
beter chance of achieving the inflation target. However, 
Mr George gave a warning that the odds of overshooting 
the target were still greater than hitting it and said that, 
for that reason, a further rate rise might still be needed 
al some stage. 


Hie 
ii 
i 
| 


sectors still struggling and having seen hardly any 
impact from the economic recovery. 
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publicly acknowledged last week that the threat from 


In the City, David Walton, economist with Goldman 
Sachs, said that the next move in interest rates was going 
to be dependent on forthcoming economic statistics. 
He said that if there were clear evidence of a further 
softening in growth, especially if unemployment began 
to rise significantly, the Chancellor could cut rates. If 
growth stabilised at about current rates, interest rates 
were likely to remain at their current level of 6.75 per 
cent. 


“Near term, the risks are probably still on the downside 


for economic activity, so it is not worth betting against 
a small base rate cut in coming months,” he said. 


However, Goldman Sachs is forecasting a strong recov- 
ery in growth next year, which means thal rates could 
still rise beyond their current level. 
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(DER SPIEGEL) Is the worst over? 


[Walter] Probably only the first half of the bubble has 
been deflated, and the second half will hopefully leak 
away over the next five, six years. 


(DER SPIEGEL) Can the weakened Japanese master 
their bank crisis on their own? 


[Walter] The Japanese are far, far more intent than 
most western countries on not losing face. This means: 
When the Japanese support something, they declare their 
commitment to it, even if they feel great pain. It is not 
the Japanese way to ditch big financial problems on 
the international market. The main burden of a major 
rescue operation would, in ihe end, probably be paid by 
the Japanese taxpayer. 


(DER SPIBGEL) What are the effects of the collapses 
of Japanese banks on the German economy? 





AU1909091595 Munich ARD Television Network 
in German 2034 GMT 18 Sep 95 


no intention at all of resigning, as he stated on ARD 
[Scharping}] A lot of people have been surprised by 
my staying power. | will stick to it. People can rely 
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(Rexrodi] I did not wei.ome it, and it is not my job 
to do so. However, I think that it is a step in the right 
direction if the parties to collective agreements — in the 
interest of company competitiveness — negotiate about 
more flexible working hours and not just about higher 
wages. To that extent, the Volkswagen settlement is a 
cautious step in the right direction. 


DIHT President Stihi on Exporting of Jobs 


AU1S09165595 Hamburg DIE WOCHE in German 
15 Sep 95 p 14 


{Interview with DIHT (German Chambers of Commerce 
and Industry) President Hans Peter Stihl by 1. Zaunitzer- 
Hase; place and date not given: “To Pay Taxes in 
Installments" } 

[FBIS Translated Text} (Zaunitzer-Hase] Germany as a 
business location seems to be in danger, enterprises are 
moving away, and jobs are being exported abroad. How 
does businessman Stihl react in his own business? 
[Stihl] I already sell more products abroad than at home. 
In the foreseeable future, my concern will have as many 
employees abroad as at home. However, this is not only 
the case in our enterprise. Al present, we are witnessing 
a very strong trend in Germany to transfer production 
abroad. The entire gene technology sector has already 
emigrated, not to speak of the textile industry, which 
practically only produces abroad. 


[Zaunitzer-Hase] Are the high taxes alone to blame for 
this development? 


[Stihl] It is not only that. The density of regulations in 
this country creates intolerable framework conditions — 
and that at a time where a dramatic globalization of the 
supply markets can be observed. 


{Zaunitzer-Hase] What economic policy would be ac- 
ceptable for you? 


[Stihl] Everything has to be aimed at eliminating the 
disadvantages of Germany as a business location. A 
State quota of more than 50 percent and a tax burden of 
the economy of 44 percent — this is simply too much 
and intolerable. 


{Zaunitzer-Hase] Lower Saxony Minister President Ger- 
hard Schroeder recently stated in this newspaper that 
today it is no longer a matter of Social Democratic or 
conservative policies, but of a modern or outdated eco- 
nomic policy. Is he right? 


[Stihl] I have approximately said the same myself. For 
me, there is only a good or bad company management or 
economic policy. It is less important whether the internal 
management structure is somewhat more democratic or 
undemocratic. 
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[Zaunitzer-Hase} Is Mr. Stihl a fan of Schroeder? 


{Stihl} This would really be exaggerated. My impression 
is , however, Schroeder is the only one in the Social 
Democratic Party of Germany [SPD] who has shown in 
the economic policy discussion at the federal level that 
he has really recognized the symptoms of our times. As 
for the rest, however, I think that the Bonn government 
coalition is clearly more competent in the economic 
policy field than the Social Democrats. 
fZaunitzer-Hase] On what do you base that? 


[Stih!] For example, on the fact that for the first time in 
40 years, the 1996 federal budget contains a reduction 
of the expenditure and that the coalition is seriously 
working on the reduction of the economy's tax burden. 
I cannot perceive this among the Social Democrats. 


[Zaunitzer-Hase] But you yourself say over and over 
that wage costs are too high in Germany. 


{Stihl} I object, »bove all, to the additional wage costs — 
I avoid the word ancillary wage costs. These additional 
costs are more than 80 percent of the direct wages. 
The continued payment of wages in the case of illness 
alone almost provokes abuse. For example, one could 
let the employee choose whether he wants to receive 
100 percent of his wages when he falls ill or only 80 
percent, where he would have to pay accordingly lower 
health insurance contributions. 


[Zaunitzer-Hase] Moreover, in the opinion of many 
entrepreneurs and their associations, longer hours are 
to be worked in the future. 


[Stihl] It is not a matter of generally longer working 
hours for the individual employee. On the contrary, I 
advocate a model that fixes certain weekly hours — 
between 30 and 40 hours — for the individual employee. 
However, it should be possible that these working hours 
vary within a year. If the working hou. were more 
flexible, it would be possible to cope with order peaks 
and lows more economically. 


{Zaunitzer-Hase}] Also on Saturday? 


[Stihl] The trade unions should not react so stubbornly 
to the topic of Saturday work. Why should one not 
also work sometimes on Saturday if the order situation 
requires it? 


(Zaunitzer-Hase} Now you have also determined the 
amount of the inheritance tax as the main obstacle to 
continuous business management. 


[Stihl] Not only of late. The fact that someone dies does 
not authorize the state to cash far more than half of the 
inheritance in some cases — particularly since property 
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tax always had to be paid before: on a property that was 
built of taxed revenues. 


(Zaunitzer-Hase] What do you propose? 

[Stihl] The complete abolition of the property tax. It lost 
its right of existence, if it ever had one, long ago. 
[Zaunitzer-Hase] However, the latest ruling of the FRG 
Constitutional Court on assessed values invalidated 
neither the property nor the inheritance tax... 


[Stihl] ...but it requires a complete reorganization. | am 
firmly convinced that it can only consist of the abolition 
of the property tax and the massive reduction of the 
inweritance tax. If the heir has to raise so enormous 
sums that the substance of his enterprise is eaten up, 
this is not good for the economy. 


[Zaunitzer-Hase] You are calling for the abolition of the 
property tax and a clear reduction of the inheritance tax. 


{Stihl} In any case, the terms of payment have to change 
basically. After the death of the testator, the inheritance 
taxes usually have to be fully paid. Many heirs cannot 
cope with it. If a tolerable time were fixed for paymeat 
and acceptable deferred payments were permitted, many 
things would look somewhat friendlier in the German 
economy today. 


Daily’s ‘Early In ‘icator’ Shows Economic Slump 
AU1 109092595 Di.*‘2eldorf HANDELSBLATT 
in German 8-9 Sep 95 p6 


(Unattributed report: “With the Exception of the Differ- 
ence in Interest Rates, the Individual Figures Are Going 
Down"} 

{[FBIS Translated Text] Duesseldorf, 7 Sep — In 
September, too, the HANDELSBLATT early indicator 
has continued its decline. Following 1.6 percent in 
August, the current value has gone down to 1.4 percent, 
which lets us expect a growth of only about 1.7 percent 
for the entire year of 1995. According to the figures of 
the national product published by the Federal Statistical 
Office on 6 September, the western German growth 
trend was 2.3 percent in mid-1995. 


With the exception of the difference in interest rates, 
all individual figures contributing to the early indicator 
have suffered a negative development most recently. In 
June the seasonally adjusted amount of orders received 
by the processing industry declined by 1.7 percent 
compared with the previous month and is now once 
again at the level of January, after it had recovered 
slightly in the meantime. 


During the first half of the year export demand in 
particular was weak; after another strong decline in 


GERMANY 11 


June, it is now 2.7 percent below the level at the 
beginning of the year. The development is even more 
negative if one compares the current level with the high 
number of orders at the end of 1994; in this respect, 
however, it is so difficult to compare figures because of 
the statistical restructuring that one can hardly draw any 
conclusions on the economic development. 

The development of domestic demand during the first 
half of the year is a bit more favorable. Despite a slight 
decline in July, it is still 1.9 percent above the January 
level; the demand in investment goods in particular 
shows an increase by about 4 percent, which is quite 
remarkable. Therefore, there is no reason for pessimism 
so far, even though demand in the processing industry 
is anything but dynamic at the moment. In addition, 
all official figures for 1995 still carry a big question 
mark and will probably be revised considerably after 
the restructuring of the statistics has been concluded. 


Strong Incentives for Shifting Investments 


The weak foreign demand so far has certainly also 
been a result of the strong revaluation of the German 
mark. Here, however, a change for the better seems 
imminent. After the dollar rate has now recovered and 
other currencies, in particular the Italian lira, have also 
been able to recover against the mark, German industry 
now evaluates export prospects far more positively. The 
index of export expectations for the next three months, 
which the Ifo Institute has calculated, made a big leap 
upward in July — 9.3 percentage points compared with 
only 0.9 percentage points in June. This gives reason for 
hope; the western German inflation rate in particular 
continues being low, only slightly above 2 percent. 
Therefore, the German exporters’ competitiveness in 
terms of prices could improve quickly and lastingly. 


Positive stimuli will probably also be provided by the 
Bundesbank’s la‘est reduction of interest rates. In July 
the Fibor three-month interest rate was relatively low 
(4.56 percent, following 4.53 percent in June), and the 
yield of fixed-interest securities rose only slightly to 6.5 
percent (following 6.4 percent in June). 


Given the continuing declining development of the 
money supply, there do not seem to be any new 
infiaticcary dangers in the medium term. Since, in 
addition, the capital market rate still has a comfortable 
lead of almost 2 percentage points over the money 
market rate, there continue to be strong incentives to 
shift capital to longer-term forms of investment, which 
should benefit the readiness for investments. 


This is important primarily for the coustruction sector, 
which was forced once again to suffer a decline in orders 
received in June. In particular the demand in housing 
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of the year, it has now lost about 14 percent of its 
volume. The situation is hardly better in nonhousing 
construction; even though it was able to increase slightly 
by 2.3 percent recently, it was still 18 percent below 
January's level. 


SSiediie cats ie Mtn Galan Ge easand GAT of 
the year. 


Consumer demand continues to offer little reason for 
joy. In June all-German retail trade sales once again 
went down by 3 percent in real terms compared with 
the previous month, which means a decline by 2 percent 
during the first half of the year compared with the same 
period of 1994. In view of the extremely hot summer, 
there will, however, be extenuating circumstances for 


in sales in June it was just able to reach last year’ $ result 
during the entire first half of the year. 


Weak consumer demand also seems to have essentially 
contributed to darkening the business climate in the 
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processing industry. The Ifo Institutes’ corresponding 
index was negative -- minus 1.4 percentage points 
— in July for the first time since May 1994, after 
optimistic evaluations had still been dominant in June 
with 2.5 percentage points. Both the evaluation of the 
current situation (4.5 after 7.1 points) as well as the 
business expectations for the next six months (minus 
7.3 following minus 2.3 points) have deteriorated. 

Since, on the other hand, export prospects were eval- 


development 

for the basically pessimistic mood. Experience shows, 
however, that the overall estimate of the business situa- 
tion may quickly improve if business abroad improves 
again. 

If one follows the HANDELSBLATT early indicator, 
the growth of the overall economic performance in west- 
ern Germany is likely to go down toward the end of the 
year. In the sliding annual rate, the real GDP stagnated 
at 2.4 percent and 2.3 percent during the first and the 
second quarter of the year respectively. This sideways 
movement was indicated by the HANDELSBATT early 
indicator toward with middle of the year with 2.7 per- 
cent, following 2.6 percent. For the third quarter it is 2. 
5 percent, based on the values from April to 
June, for the fourth quarter it is only 1.7 percent, based 
on the results from July to September. 
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Minktry Urges ‘Extreme Restraint’ in Bosnia 


AUI809141295 Paris AFP in English 
1352 GMT 18 Sep 95 


(FBIS Transcribed Text] Paris, Sept 18 (AFP) — France 
Monday [18 Septembe=] urged the warring sides in 
Bosnia-Herzegovina to show “extreme restraint” and 
said it deplored the cont nuing fighting in the region. 
"A lasting settlement will not be helped by use of 
force,” foreign ministry spokesman Yves Doutriaux 
said, adding that “the time has come for a cessation 
of hostilities.” 

Bosnian Government forces and their Croat allies have 
seized huge chunks of Serb-held territory in western and 
central Bosnia over the past week, reducing areas under 
rebel control from some 70 percent to 50 percent. 
Doutriaux said Croatian President Franjo Tudjman 
would visit Paris by the end of September for talks 
with his French counterpart Jacques Chirac, while the 
foreign minister of Serb-dominated rump Yugoslavia, 
Milan Milutinovic, would arrive Thursday. 


Chirac Urges Spain To Choose European Helicopter 
BR1309134095 Paris LE MONDE in French 
13 Sep 95 p6 


[Report by Jacques Isnard: “France Urges Spain To 
Choose a European Helicopter Rather Than an Ameri- 
can One") 

[FBIS Translated Text] The French president has sent 
a letter to Spanish Prime Minister Felipe Gonzalez in 
an attempt to draw his attention to the choice that his 
country will soon have to make — between European 
propositions and U.S. offers — with a view to equipping 
Spain with military helicopters. Competition for the 
deal, which will concern around 15 machines, sees the 
European consortium vying with the Sikorsky group. 
This information was provided in the latest edition 
of the strategic information weekly TTU [Very, Very 
Urgent), which added that “the new aspect now is the 
personal involvement of the French president in the 
most important arms deals, a trend which copies what 
U.S. presidents have been doing for a long time.” 


The way things look at the moment, Spain can choose 
between the French AS-352 Cougar Mk | helicopter, a 
modern version of the Super Puma, 36 of which Spain 
already acquired several years ago, or the American UH- 
60 Black Hawk. Now it would appear that a decision 
by the Spanish Government in Madrid, which was 
previously postponed due to constraints imposed on the 
Spanish defense budget, could be made between now 


and the end of September. 


European 
pensation for the deal, the Sikorsky group is benefiting 
from the assistance of the U.S. Administration via the 


“interoperability,” in other words, standard equipment 
for the two armies. 


Chirac Refuses Meeting With Austria’s Klestil 


AU1809162495 Paris AFP in English 
1554 GMT 18 Sep 95 


{[FBIS Transcribed Text] Paris, Sept 18 (AFP) — 
French President Jacques Chirac has refused to meet his 
Austrian counterpart Thomas Klestil in an escalation of 
a row over France's resumption of nuclear tests, officials 
said Monday [18 September]. 
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nuclear tests in the south Pacific, read "No to Chirac, 


expressed “profound regrets” at the Septem- 
ber 5 resumption of tests and he and Vice Chancellor 
Wolfgang Schuessel, the foreign minister, have report- 
edly said the tests will be taken into account in negoti- 
ations for future Austrian arms purchases. 


Godfrain: Mururoa To Become Scientific Center 


LD1709103695 Paris LCI Television in French 
1000 GMT 17 Sep 95 


(FBIS Translated Text) France will turn the site of the 
nuclear tests in Mururoa into a scientific center for hu- 
manity after the series of tests. This has just been stated 
by the cooperation minister [Jacques Godfrain). This 
transformation of the center would mean, according to 
Jacques Godfrain, the ending forever of all experiments 
of a military type at Mururoa. 
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Polynesian Leader Says Tests To End by Next 
March 


AU1809170195 Paris AFP in English 
1642 GMT 18 Sep 95 


(FBIS Transcribed Text] Paris, Sept 18 (AFP) — French 
nuclear tests ia the South Pacific will end by March next 
year, two months earlier than scheduled, Polynesian 
leader Gaston Flosse said Monday [18 September] after 
meeting President Jacques Chirac. 


"At the start of 1996 but not right at the start,” he said 


Flosse, who heads the regional government of French 
Polynesia, then told reporters that the Centre for Tests 
in the Pacific (CEP) on the Mururoa Atoll, where the 
tests are being carried out, would be closed in March 
1996. 


Chirac originally said up to eight tests would be carried 
out and that they would be completed by next May. But 
earlier this month he said they would be finished “well 
before the date given, May 31, 1996.” 


France has pledged to finish the resumed series of tests 
in time to sign a global test ban treaty by the end of 


next year. 


Predicts End to Riots 
AU1809154195 Paris AFP in English 
1510 GMT 18 Sep 95 


[FBIS Transcribed Text] Paris, Sept 18 (AFP) — French 
Polynesian leader Gaston Flosse predicted Monday [18 
September] there will be no more riots in Tahiti like 
those which followed France's resumption of nuclear 
tests earlier this month. 


Speaking after a meeting with President Jacques Chirac, 
he said security had been reviewed following the street 
fighting on the French Pacific island which followed the 


September 5 blast. 


He said he did not think such riots could occu: again 
after a second nuclear test, saying that the fighting was 
sparked by separatist forces exploiting the nuclear test 
protests for their own purposes. 

“Security forces are present in sufficient numbers” to 
prevent their recurrerice, he said, adding that vessels of 
the environmental gruup Greenpeace were “paralysed.” 
Chirac ordered a series of up to eight tests to be carried 
out in the South Pacific between this month and next 
May. Following the September 5 blast thousands of 
rioters took to the streets in the worst violence ever 
in the French dependency. 
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Flosse said it was “absolutely false” to say that the 
Papeete riots were “a reaction” to the nuclear tests. 
“Separatists, helped by Greenpeace, the Australians, 
New Zealard and the international press seized on this 
opportunity to organize” the riots, he said. 

“The Australians have a visceral hatred for France, and 
take every opportunity to take any kind of action in this 
part of the Pacific.” 


Aerospatiale’s Unions Worried by Low Dollar 
BR1S09122495 Paris LA TRIBUNE DESFOSSES 
in French 14 Sep 95 p13 


[Report by Olivier Provost: “Acrospatiale: Dollar Effect 
Worries Unions”) 
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on the issue of staff levels but, for the time being, 
company bosses are ruling out any German-style crisis 
plan. That does not mean that in-depth reflection will 
not be required with regard to the consequences of the 
low dollar. 

However, Acrospatiale has been used to dealing with 
monetary fluctuations for a number of years now and 
has never benefited from government financial backing 
as was the case for Dasa. 


For several weeks the different of the 
French group (space and defense, civil aircraft with the 
Airbus and the Regional Transport Aircraft, helicopters 
with Eurocopter, missiles, and so on) have been trying 


French francs [Pr] (PrS billion in 1994) and with « target 
points to the risk of further job losses. 


Acrospatiale 
for Friday [15 September] which is to examine 100 
proposed lay-offs. This is part of a plan for 300 


job losses planned for 1995-1996. According to the 
General Confederation of Labor union, next year could 
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(Unattributed : “Polk: Fini is the Best Loved 
Politician; D’Alema is Moving Down; Oscar, Silvio, 
Dini are Doing Fine”) 


in [Democratic 
D’ Alema's popularity; from July to August, he dropped 
from 48 percent to 30 percent. The center-Right today 


appears to have a 5 point lead over the center-Lefi, as 
against | point in July. 


[Article by Budget Minister Rainer Masera: “Budget and 
Constitution: The Road to Maastricht”] 


{[FBIS Translated Text} The single market was built on 
the basis of the Copernican revolution of the adoption 
of the principle of mutual recognition with regard 
to national regulatory arrangements, corrected by the 


national budgets are identified that must be met. 


That is, there is an acknowledgment of a prior minimal 
level of harmonization, particularly of tax policies, 
which are closely connected to monetary policy through 
budgetary constraints and the scale (and dynamic) of the 
dety 


























FBIS-WEU-95-181 
19 September 1995 ITALY 17 


constraints and the redefinition of relations between 
parliament and government in each sovereign state can 
only, in my opinion, entail changes to the constitution 
with regard to budgetary matters. 

As far as Italy is concerned, it is worrying that the 
ratification of ihe Treaty took place in the form of a 
reguiar law, wiihout being submitted for examination by 
the Constitutional Court. It could be argued that article 
11 of the Constitution permits ordinary legislation to 
define the limitations of sovereignty deriving from 
international treaties. It also seems clear that article 11 
was drawn up for other purposes. Be that as it may, 
requirements of openness suggest that the implications 
of the Treaty be made explicit on these issues, in 
connection with budgetary procedures and Article 81 
of the Constitution itself. 

At the Europeca level, obvious considerations of open- 
ness in relations between voter and parliament in cach 
sovereign state require a proper and full report on the 
profound charecs and limitations, both present and fu- 
ture, affccting the conditions whereby state power is 
traditionally expressed. 


The more concrete and realistic the path to EMU 


both Europe and Italy, the more pressing and topical 


dget Delayed 
BR1909101195 Turin LA STAMPA in Italian 
19 Sep 95 p 23 


{Report signed “F. Ama.”: “Budget “96, Dini Takes 
More Time") 

[BIS Translated Excerpt] Rome — Prime Minister 
Lamberto Dini prefers to take his time. The 1996 budget 
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Gonzalez Predicts Catalan Election in November 
BR1909150495 Madrid EL MUNDO in Spanish 
19 Sep 9S p& 


[Report by Francisco Frechoso: “Gonzalez Believes 
That Pujol Will Call Catalan Elections in November 
and Then Will Support Government Again™] 

(FBIS Translated Text] Madrid — The PSOE [Spanish 
Socialist Workers Party] leadership yesterday renewed 
its confidence in the strategic ability of its secretary 
general, Felipe Gonzalez, with respect to the elecioral 
timetable and gave him a blank check to begin when he 
sees fit the debate on who is to succeed him as Socialist 
list leader in the next general election. 

In return, the Executive Committee members received a 
reassuring message from their leader. He told them that 
he is convinced thac Pujol will call the Catalan elections 
in November and that afterward Convergence and Union 
will again support the Socialists in parliament. Gonzalez 
also forecasts that the Catalan coalition will vote in 
favor of confirming the decree law extending the overall 
state budget. 

the anxieties expressed by [PSOE Deputy Secretary 
General] Alfonso Guerra and Juan Carlos Rodriguez 
Ibarra, on the one hand, and Francisca Sauquillo, Jesus 
Quijano, and Jose Bono, on the other, counted for very 
little. 


The PSOE deputy secretary general told Gonzalez that, 
now that he has been released from his agreement with 
Pujol, following the rift caused by the latter, he should 
not stand by his offer to bring forward the calling of the 
general election to March, since the change of scenario 
affords some possibility of extending the legislative 
term beyond the spring. 


Agreement with this stance was expressed by the Ex- 
tremadura Junta [autonomous government) premier and, 
to some extent, by Quijano, PSOE regional secretary in 
Castilla and Leon, who deemed it a mistake to have an- 
nounced the election date so far in advance. 


For her part, Francisca Sauquillo and, above all, Jose 
Bono, pointed out the need to offer society a clear 
explanation of why the government is carrying on after 
having said that it could not carry on for even a moment 
longer in a minority and without parliamentary support. 


Gonzalez offered everybody arguments. He justified 
keeping to the timetable on the grounds of the persistent 
atmosphere of political tension and the need to carry 
on until the end of the year in order to complete the 
European presidency’s term. 
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He alse pointed out that holding the election in the 
spring weakens the position of those who accuse him 
of wishing to cling to power. 


For all these reasons, he sought a formal declaration of 
support for his timetable from the Executive Committee; 
a request which was granted by assent, according to 
what Organization Secretary Cipria Ciscar stated al a 
press conference. 


Once again, the meeting's second major topic was 
that of the succession. On this point, Rodriguez Ibarra 
called for bringing forward the timetable for taking this 
decision because, in his opinion, it is not good, either 
for the party or for society, to continue the uncertainty 
about who will be the Socialist list leader. 

Alfonso Guerra spoke in similar terms. Both he and the 
Extremaduran premier hinted in an extremely ambigu- 
ous way at the possibility of considcring another hypoth- 
esis — that of replacing Gonzalez as prime minister and 
continuing the legislative term — but his proposal was 
deliberately confused, and nobody took it into account. 
although some expressed regret that a matter discussed 
by the public cannot be debated by the party leadership. 


Gonzalez stood firm again. He told them that the time 
to raise this matter has not yet come. Perhaps it will 
come at the end of this month. 


Solbes Gives Key Points of 1996 Budget Proposal 
BR1 309142695 Barcelona LA VANGUARDIA 
in Spanish 10 Sep 95 pp 62-63 


{Interview with Pedro Solbes, economics and finance 
minister, by Enric Tintore and Mariano Guindal in 
Madrid; date not given: “Budgets for 1996 Will Cut 
Public Spending by Around 700 Billion Pesetas”] 


[FBIS Translated Excerpt) Madrid — The government 
undertakes to spend 700 billion pesetas less in 1996 in 
order to reduce the public deficit to 4 percent of GDP 
and fulfill the aims of the plan for convergence with 
Europe. This was stated by Pedro Solbes in an interview 
with LA VANGUARDIA in which he reveals the key 
points of the state budgets for next year. Social spending 
will be maintained, and this will necessitate considerable 
cuts in the other items. 


[LA VANGUARDIA] What is the outlook for the state 
budget which the government has drawn up have? 


{Solbes} The government's duty is to submit it to 
parliament before 30 September, and this is what we 
will do. In any event, it is vital that Spain does 
not forgo joining in the third stage of Economic and 
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Monetary Union, and this requires fulfilling the plan for 
convergence with Europe. If it were necessary to wait 
until spring in order to start drawing up the budget, the 
economic adjustment would be delayed until July. That 
would mean wasting a year. This is a luxury which our 
economy cannot afford. [passage omitted] 

{LA VANGUARDIA] But you will find it almost 
impossible to put through jour budget unless you have 
the support of CiU [Convergence and Union]. 
[Solbes] If we are in agreement on the aims of reducing 
the public deficit and supporting the productive econ- 
omy, it should not be a problem to spell out the figures 
of the budget for 1996, and CiU could support our draft 
State budget. 

{LA VANGUARDIA]) However, the mox likely thing 
is that you will not be able to put through the budget 
and be forced to extend it. 


[Solbes} Although that is not the working 

securing the necessary majority will undoubtedly be 
more difficult without CiU's support. It is clear that if 
there were no new budget, it would be necessary to opt 
for extending the current budget. 


[LA VANGUARDIA] But extending tve budget would 
mean forgoing the economic adjustment. 


[Solbes} Not at all. It is absolutely vital for our economy 
to fulfill the convergence plan's conditions. Therefore, 
in the event of an extension of the budgetary process, 
we will work out measures in order to be able to fulfill 
the convergence plan. [passage omitted] 

[LA VANGUARDIA] How is it possible for a govern- 
ment which implicitly acknowledges that it cannot con- 
tinue to govern to seek to draw up the toughest budget 
since it attained power? 

[Solbes} It is not true that we are unable to govern. 
We are continuing to work and put through laws of 
great importance, such as the law on companies tax and 
the law on domestic trade, and this is being done with 
CiU's support. Right now, CiU is unable to sit down 
and discuss the budget, as a result of other factors, but, 
although we are aware that we must travel a road full of 
obstacles, we believe that there is a chance that it could 
eventually be approved. 

{LA VANGUARDIA] Where will the cutback to adjust 
the deficit in the budget be applied? 

[Solbes} Social spending is being respected. The same 
policy followed on unemployment will be maintained, 
although it will cost us less this year, because the 
number of unemployed has falien; we will respect the 
pact which exists with pensioners and officials; we will 
carry out the agreement to finance public health, which 
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{LA VANGUARDIA] Why must productive spending 
be cut while unproductive spending is increasing? 


All this helps to improve production and 
as well as to econcmic activity. Moreover, 
the sum which we wil) devote to investments, although 


[LA VANGUARDIA] How do you intend to pay the 
deficit which social security will have in 1995 and which 
is estimated at half a trillion pesetas? 


[Solbes} | hope that this deficit will be a little less. The 


convergence plan accepts a deficit for social security of 
0.3 percent of GDP. The deficit should be shouldered 


“Tax Revenue Rose in August and Deficit Fell” 
[LA VANGUARDIA] Will there be a tax increase” 
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[Solbes} Neither tax on Companies, nor personal income 
tax, nor VAT [valuc—~added tax] will be chaaged. In the 
case of special taxes, we will continue with the policy 
of harmonizing them with the European average. 


{LA VANGUARDIA] How do you expect revenue and 
spending to increase in 19967 


{[Solbes] Revenue will increase by around 7 percent, 
while spending wiil rise by 3.5 percent in nominal terms, 
which represents a freeze in real terms, since the forecast 
inflation rate will also be around 3.5 percent. 


{LA VANGUARDIA] But tax revenue has been very 
poor so far this year. 


[Solbes} That is true. Until July, things were rather poor. 
However, now, from the information which we have, 


first time in the year, revenue performos excellently, as 


a result of a good payment of the companies tax and 
of the transfers which we received from the European 


Union. My only concern is the revenue from VAT, 
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{Solbes}] Everything seems to indicate that August 
should allow us a considerable additional reduc.on. 


Last year, August's inflation rate was 0.6 percent, and 
the accumulated rate, 4.8 percent. This year we could 
improve by 0.2 percent or 0.3 percent. With this we 
could fall from the current 4.7 percent to 4.4 percent, 
which would be very good. 


{LA VANGUARDIA] If all this is so, should not interest 
rates 
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[Solbes} Interest rates depend on the differential exist- 
ing with other benchmark countries and the progress of 
inflation and the public deficit. Insofar as these condi- 
tions are coming about, conditions are being created for 
money to be cheaper, but this is a decision which rests 
with the Bank of Spain, and it will take into consid- 
eration these factors and others which also affect our 
economy in the medium term. 


(LA VANGUARDIA] Are the 1996 budgets one of 
these factors? 


[Solbes}] Yes, but in this connection I guarantee that, 
whatever the situation which develops, the state's public 
deficit will be limited to 3.5 percent. 


[LA VANGUARDIA] France and Germany have re- 
vised their growth rates downward. Consumption is 
Stagnating. Do you still believe that Spain will grow 
by 3.2 percent this year? 


[Solbes) Our initial forecast for growth was 2.8 percent. 
The average forecast of the group of experts at their 
July meeting was 3.2 percent. That is the figure which 
we have used internally and in public statements. It is 
true that there have been new factors since then. That is 
why I have asked those in charge of economic analysis 
to review the current situation, but | am convinced that 
the final figure will not be very different. 


[LA VANGUARDIA] What forecast do you have for 
1996? 


[Solbes) Around 3.5 percent and, of course, more than 
in 1995. 


[LA VANGUARDIA] When will consumption take off? 


[Solbes} It will undoubtedly begin to rise in the course 
of 1996. Insofar as activity is somewhat greater, em- 
ployment continues to rise, and the recovery becomes 
consolidated, consumption should increase by over 3 
percent next year. 

[LA VANGUARDIA] What increase in wages would 
be appropriate for next year? 

[Solbes} Public sector wages will increase respecting 
the aim for inflation set for 1996, which will be not far 
from 3.5 percent. Private sector wages should respect 
that framework for increases. 


[LA VANGUARDIA] So, with such gentle cuts, where 
do you intend to secure the trillion pesetas necessary 
in order to reduce the deficit from 5.9 percent to 4.4 


percent next year? 
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of the budget which is to bring the public deficit to 4.4 
percent of GDP. To achieve this aim reductions in pub- 


Ih 


lic spending are being proposed (around 10 percent), as 
well as reductions in general government spending (15 
Saas eh ananah ia aaeieamn Ata ae, 

nies (another 10 percent). In exchange, a political deci- 
sion has been made to ensure that social spending (pen- 
sions, health care, and employment benefit) continues to 
grow at the same rate as inflation. Excise tax on alcohol 
and tobacco will rise in line with forecast inflation of 
pear 
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Calimng of an elecucn before 30 Seprember (the deadline 
for submitting next year’s accounts to parliament). “It is 
time for an election,” said Cuevas, who has repeatedly 
Gemar-ted the calling of an early elecuon over the pasi 
few months, and he showed himself in favor of its being 
held at the end of the year, three or four months ahead 
. f the date announces by Felipe Gonzalez. 


In the opinion of the employers’ organization's chair- 
man, only the budget of a new government would have 
a favorable impact. “In view of the requirements of Bu- 
rope: m integration and Spain's structural problems, it is 
essential that the budget be not only stringer’ but also 
credible and applicable,” he asserted, “and this is only 
possible with the formation of a new government with 
political credibility.” 
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ry) FINLAND 


Government Agreement on 1996 Budget Cuts 
Outlined 


9SENO380A Helsinki HUFVUDSTADSBLADET 
in Swedish 17 Aug 95 pS 


[Article by Bjarne Nitovuori: "Unemployment Protec- 
tion Cut by 1.5 Billion Markkas”] 


(FBIS Translated Text] The government reached agree- 
ment yesterday—the very first day of the budget talks— 
on the additional savings of 5.5 billion markkas to be 
effected in state spending during the period from 1997 
to 1999. 

The most controversial i 

protection—will be cut by a total of 1.5 billion 
markkas. The cuts will be distributed in such a way 
that structural reforms will reduce the state’s spending 
by 800 million markkas: 500 million markkas in 1997, 
200 million markkas in 1998, and 100 million markkas 
in 1999. The elimination of index-related increases in 
1997 and 1998 will save another 800 million markkas, 
700 million of which would affect unemployment 
protection. 

Those amounts constitute merely a framework. The 
intention is that the government and the labor market 
organizations wil! agree on the content of the laws 
leading to those savings. The bill will be submitted to 
the Eduskunta next spring. 

Following yesterday's agreement, Prime Minister Paavo 
Lipponen (Social Democratic Party) explained that the 
cutbacks in unomployment protection were especially 
difficult for the Social Democrats. He believes, however, 
that the labor market understands that employment can 
be improved by reforming unemployment protection. 
"I believe and I dare to hope that it will be possible to 
begin negotiations following these decisions,” Lipponen 
said when asked about the significance of the decision 
to negotiate a solution affecting income policy. 

He pointed out that the basic proposal submitted by a 
task force was based on the assumption that cutbacks 
in unemployment protection would total 2.2 billion 
markkas and that the government reduced that to 1.5 
billion. 

decision on unemployment protection is also diffi- 
for the Left Alliance. That party's chairman, Min- 
of Culture Claes Andersson, took comfort in the 
that it would be possible during negotiations with 
the labor market organizations to make the cutbacks as 
fair as possible. 


Government grants to the municipalities will be cut by 
1.5 billion markkas in 1997 and 1.3 billion markkas in 
1998 for a total of 2.8 billion markkas. 


The 
cult 
ister 
fact 





FBIS-WEU-95-181 
19 September 1995 


"This will be implemented in such a way that no munic- 
when it comes to maintaining the level of service,” said 
There will also be savings in defense spending: Expen- 
ditures on equipment procurement in 1999 will be 300 
million markkas below the figure in previous plans. Ac- 
cording to the government, this is being made possible 
by Russian weapon deliveries, which are being made to 
reduce the Soviet debt to Finland. 


Government support for the economy will be reduced 
by about 800 million markkas. Of that amount, the Min- 


to ensure that the cutbacks will have as litle effect as 
possible on the national package of subsidies related to 


membership in the EU. 
No More Cuts in Child Allowances 


The government's decision was made easier by the fact 
that it could be based on a proposal submitted by a task 
force and calling for even bigger cuts. The ministers 
were therefore able to concern themselves with thinning 
out the savings proposals rather than coming up with 
new ones. 


Among other things, the government scrapped a pro- 
posal to reduce child allowances by another 200 million 
markkas in addition to the cuts already implemented last 
spring. The Left Alliance’s Claes Andersson and Minis- 
ter of Environment Pekka Haavisto (Greens) in particu- 
lar expressed their satisfaction that it had been possible 
to reject new cutbacks in child allowances. 


Last Time? 


According to Prime Minister Lipponen, one positive fea- 
ture of the austerity program is that no more programs of 
this kind will be needed provided that the other sectors 
involved in economic policy do their share—meaning 
in particular the participants in the income policy. 

Ole Norrback, chairman of the Swedish People’s Party 
[SFP] and minister of European affairs, also expressed 
the hope that this would be the last decision of its 
kind. He also pointed out that the savings approved by 
this government correspond very closely to the austerity 
program presented by the SFP before the election. 


When it took office last spring, the government was 
already in agreement that savings totaling 20 billion 
markkas would have to be made during this election 
cycle. At the same time, a decision was also reached on 
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how, specifically, 10 billion markkas of that would be 
allocated in next year’s budget. This will automatically 
result in savings totaling an additional 4.5 billion 
markkas during the period from 1997 to 1999. A 
decision on the remaining 5.5 billion markkas was to be 
made by the government in connection with the budget 
talks now underway. And that has now been done. 


Talks concerning next year’s budget have been pushed 
into the background by the savings program for the 
years after that. Because the government agreed last 
spring on the savings to be made next year, not a whole 
lot remains to be argued about now. The differences of 
opinion seem to be focused on a few hundred million 
markkas, and in Prime Minister Lipponen’s opinion, it 
is very possible that the government will agree on next 
year’s budget as early as today. 


Reasons for High Jobless Rate Discussed 


9SENO386B Helsinki HELSINGIN SANOMAT 
in Finnish 16 Aug 95 p BS 


[Commentary by Vesa Kanniainen: “Finland Has Itself 
Chosen Massive Unemployment”) 


{[FBIS Translated Text) The creation of jobs is being 
prevented by a situation where those who are working 
cling tightly to their privileges and prevent the possibil- 
ity that others would compete for the jobs, writes na- 
tional economy professor Vesa Kanniainen of the Uni- 
versity of Helsinki. 


The national economy of Finland has become stuck 
in a rut wherein an increase in productivity is linked 
to permanent, massive unemployment. Unemployed job 
seekers numbered 487,200, or 19.3 percent of the labor 
force, in July. In addition to this there were about 
100,000 who are employed because of various subsidy 


programs. 


Finland has chosen an arrangement wherein the national 
economy is allowed to function with real unemployment 
topping the 20-percent level. This is wasteful. Finland's 
GNP will remain very much lower than its potential. 
The loss will be paid by the nation as a whole. Neither 
are the public costs of unemployment comforting. 
Approximately 23 billion markkas were committed for 
unemployment compensation in 1994. In addition to 
this, 11 billion markkas of public moneys were used 
for labor negotiation supports, employment promoting 
programs, training, wage subsidies, and unemployment 
pensions. 


Accepting a state of balance with excessively low 
employment is the choice of the Finns themselves. It 
is not, however, the only alternative. There does exist 


It seems that the principle behind Finland's unemploy- 
ment compensation being dependent upon income levels 
is the idea that one who has a trade has earned a cer- 
tain level of the insurance because of their investment 


in training. 


The insurance protection is, however, provided in a way 
that is not sound. The compensation payments are not 
collected like insurance payments are. The tradesman 
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At the same time the amount of insurance protection 
is such that it makes living on one’s income-based 
compensation payment possible for quite a long time, 
and, besides this, the amount is based on the last boom 
times. The possibility to gain excessive support from 
society for oneself creates a serious problem for the 
ethics of that society, and it is to be expected that the 
decisionmakers would worry over this. 


The labor markets have, therefore, based their premises 
upon the simultaneous maximum earnings of those in 
the inner circle and the leaving of the livelihood of those 
to be alienated as a responsibility for society mutually 
and collectively, as the concern of present day and future 
taxpayers. 


The inner circle folks have been prepared to partici- 
pate in providing for excessive, income-linked unem- 
ployment security even through the raising of their own 
taxes. 


In the event that, as is possible, the demand for labor 
increases, we will get inflation and certain sliding scales 
that benefit the inner circle. The hopes of gaining 
employment are, nevertheless, forever gone for those 
who have been unemployed for an extensive period. If 
businesses begin to compete for workers then they will 
compete for those who have been employed all along 
and retained their skills. 

Many a mother or student is in a situation wherein part- 
time work would be a sign of hope for something better, 
and would suit them best at this stage in life. There too 
the advantages of the inner circle goes counter to this. 
Another indicator of how strong the wage cartel is is 
the fact that, in a country where the GNP fell by 12 
percent, industrial wages have risen in each and every 
recession year. In this way the inner circle share of the 
GNP has been increased instead of the GNP. 


Capital and Labor Can Discover One Another 


It would be good for Finland to come up with agree- 
ments that would make history out of the idea that an 
employer and a worker are in unavoidable conflict. I 
the modern age that conflict has been replaced by 
conflict of interests between the inner circle and 
alienated, long-term unemployed. 


Within businesses it is possible to create agreements 
wherein the indisputable mutual interests of employers 
and workers begin to promote the production of the 
enterprise and its continuity. There are many practical 
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examples of this. Permanent massive unemployment 
need not be part of the market economy. 


As creators of jobs, employers always take risks and 
commit themselves to costs that they can never be 
sure of being able to meet. Conditions may become 
unfavorable. Creating jobs with protections against 
dismissal is a risk against which the entrepreneur cannot 
protect himself by, for example, going on strike. 


The need of businesses to employ people and the desire 
of the unemployed to work under conditions different 
from those dictated by the ruling carte! is leading labor- 

developments along new tracks. People 
are creative when it comes to circumventing harmful 


more labor contracts are signed with the 


cS auth ts dalaeen eaten fe. at the last resort, 


bankruptcy. Is it, then, this type of progress that the 
inner circle wants? 


Lipponen Government Must Act on Unemployment 


9SENO386B Helsinki HELSINGIN SANOMAT 
in Finnish 17 Aug 95 p2 


{Editorial: “Unemployment Figures Somber Warning 
for Cabinet"] 


{[FBIS Translated Text] The turn for the worse indi- 
cated by the July unemployment figures is a somber 
warning for the Paavo Lipponen cabinet. The SDP (So- 
cial Democratic Party) gained its electoral victory by 
promising economic and employment policies differing 
from those practiced by the Esko Aho cabinet. At his 
party's election convention at the end of January, Lip- 
ponen set halving unemployment as an objective of an 
SDP-led cabinet. Already, only a half year later it ap- 
pears that this objective will elude a government that is 
just tinkering with unemployment. 


During the election campaign Lipponen spoke more 
about unemployment, perhaps, than any other issue. He 


emphasized that employment is an extraordinarily im- 
cmp tpn Ae A He also spoke harshly about 


the Aho cabinet. On 5 February 1995, in AAMULE- 
HTI, for example, he accused the Aho cabinet of hav- 
ing deepened the recession unnecessarily and increasing 


unemployment by 100,000, all for naught. 


On Monday, at the Turku meeting of the SDP parlia- 
mentary group, Lipponen also spoke at length about 
unemployment. He observed that the cabinet will be 
derailed from its promised track of solving unemploy- 
ment if its economic and income distribution policies 





hear 


copynghted material. —— 
is prohibited without permission of the copynght owners 











FBIS-WEU-95-181 
19 September 1995 


fail. The number 100,000 emerged also at Lipponen’s 
Turku speech. He predicts that the number of unem- 
ployed will exceed original anticipations by 100,000 if 
the stabilization oi prices and costs is not successful. 

At this point it is still difficult to believe, despite the shift 
in unemployment trends, that unemployment rates are 
now on the way up. This must be just a temporary thorn. 
Employment will, once again, improve as the economy 
grows. Already now it is, however, absolutely clear that 
employment will improve intolerably slowly, and much 
slower than was expected. This is impossible to accept. 


The number of unemployed, as reckoned by the statistics 
center, was supposed to decrease to about 400,000 by 
election time, according to the Aho cabinet’s economic 
Strategy. At the present rate this objective will not be 
reached any time this year even though the cabinet has 
changed. And if Dr. Pekka Korpinen’s interpretation 
that unemployment is on the upswing is accurate, then 
the Aho objective can hardly be reached even next year. 


The experiences of the last four months indicate tha! tae 


color of the government has not had a signific« impact 
on unemployment. Unemployment has decreased from 
the figures of one year ago, but, because of the economic 
growth, this would have happened in any case, were the 
government of the land of whatever composition. 


FINLAND 27 


Aho's government tried to achieve structural remodeling 
and flexibility to universal labor negotiations, but was 
not able to impose its will. The Lipponen government 
has much better rapport with the labor unions, but does 
not, then, want to ruin its relationship with the union 
leaders by getting involved in structural changes retard- 
ing employment, and, above all, by setting conditions 
for labor negotiations or intermediary labor costs. 

R iat in the I tettbution ieee om 
Create new opportunities for the improvement of em- 
ployment. But this will neither su‘fice. Unemployment 
will begin to decrease for real only after sufficient flexi- 
bility is created for labor negotiations and work itself is 
made rewarding. It would be hoped that the Lipponen 
cabinet would admit this to itself, at the latest, this fall, 
whea it wil! submit an employment report to the EU. 


‘The cabinet must also sell this same idea to the orga- 
nizations involved in labor negotiations. If it does not 
do so then it will get tripped up by its own cleverness. 
Unemployment will not be halved by the cabinet’s em- 
ployment promoting actions and EU subsidies. These 
will only serve to clean out files, act as a placebo treat- 
ment, and placate the conscience. Even the economic 
growth will not help when, it appears, it will slow down 
to between 3 and 4 percent. 
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U.S. Demilitarization Resolution ‘Encouraging’ 


NC1909113395 Nicosia Cyprus Broadcasting 
ion Radio Network in Greek 


Corporation 
1030 GMT 19 Sep 95 


{FBIS Translated Excerpt] The government called the 
U.S. House resolution on Cyprus’ demilitarization es- 


courages the UN Security Council and the U.S. Ad- 
ministration to examine alternative ways to promote a 
solution. 

House of Representatives President Alexis Galanos said 


Cypriot Government and stressed that the adoption of 
the view in favor of a complete demilitarization in 
Cyprus is a big step forward. He said: The resolution 
significantly promotes the efforts of President Glavkos 
Kliridhis and the Cypriot Government in the direction 
of international acceptance and support for demilitariza- 
tion. [passage omitted] 


Article Outlines Kliridhis, Denktas Views 


NC1909070395 Istanbul MILLIYET in Turkish 
1S Sep 95 p17 


[Report by Sema Emiroglu: “Resolving the Cyprus 
Problem Will be Difficult") 


(FBIS Translated Text] Nicosia—7he Cyprus problem 
will be an important issue in U.S. foreign policy in the 
next few days. MILLIYET has interviewed Rauf Denktas 
and Glavkos Kliridhis to establish their approach on the 
effort that is being made to establish peace in Cyprus. 
Their views can be summarized as follows: 


Accession to EU 


Denktas: The EU views Cyprus as a unitary state. 
It also views the Greek Cypriots as the community 





of a federation. Nor do they change our objective of 
establishing a bizonal and bicommunal federation. The 
solution of the Cyprus problem through the establish- 
ment of a bizonal federation will not create a problem 
for our accession to the EU in our current position. 


together if we do not want to be in a situation similar 
to that of the Turkish minority in Greece. 


Kliridhis: Denktas believes that “Turkey's nght to 
intervene when necessary will be removed if Cyprus 
joins the EU." We do not agree that Turkey has the 
right to use its military forces to intervene in Cyprus. 
So, if the security of the two communities is guaranteed, 
then we cannot agree to have the former guarantees 
maintained. We are not against Turkey and Greece 
acting as guarantor powers. This also applies to Britain. 
However, several other countries also must act as 


Cyprus? It must be stressed that the Turkish Cypriots 
will not join any organization of which Turkey is not 


to the Greek Cypriot side's policy. 
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Kliridhis: The provision in the agreements that “Cyprus 
cannot join an organization in which Turkey and Greece 
are not members” does not apply to the EU. 


Turkish troops are based in north Cyprus. So we cannot 
be expected to remain inactive and refrain from buying 
the arms we need. 


CYPRUS 29 


Denktas Rejects EU Member as Successor to Clark 


TA1909112895 Nicosia Bayrak Radio in Turkish 
1030 GMT 19 Sep 95 
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said that Turkey continues to be sensitive to the acts 
perpetrated by the PKK [Workers Party of Kurdistan) 
terrorist organization in the region. 
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Ciller on Economy: Crisis Over, Unity Needed 


TA1809161695 Ankara TRT Television Network 
in Turkish 1200 GMT 18 Sep 95 
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measures since 1981. , Turkey's internal 
, illion from January to July 
1995. This is an unbelievable state of affairs. 
"s foreign debt situation is equally painful. For- 
increased from $8.8 billion in 1579 to $71.7 
in the first quarter of 1995. 


Turkey has suffered from a wave of “high interest rates” 
since 1980. A political decision was made to liberalize 
the financial sector that year and more weight has been 
placed on it since then. 


Turkey's debt since 1970 can be listed as follows: 





















































Years Foreign Detn | Internal Debt 
(Billion Dollars) | (Turkish Lira) 
1979 8.861 291 Billion 
1980 15.163 447 Billion 
1981 16.861 909 Billon 
1982 17.619 1.249 Trillion 
1983 18.985 3.201 Trillion 
1984 20.659 4.634 Trillion 
198s 25.476 6.972 Trillion 
1986 32.101 10.514 Trillion 
1987 40.228 17.218 Trillion 
1988 40.722 24.458 Trillion 
1989 41.751 41.934 Trillion 
1990 49.035 $7.180 Trillion 
1991 50.489 93.642 Trillion 
1992 55.592 181.952 Trillion 
1993 60.356 279.990 Trillion 
1994 65.601 779.000 Trillion 
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